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Since the reform and opening up, China's economy has achieved an average 
annual growth rate of about 9.5%. The sustained high growth miracle has attracted 
worldwide attention. Also residents’ living standards have greatly improved constantly. 
From the perspective of demand, this thesis surveys the structural features of 
economic growth in China in the process of reform and opening up. The results show 
that the ratio of consumption to GDP is low in China, which primarily reflect the low 
rate of household consumption. In recent years, especially after the outbreak of the 
international financial crisis in 2008, the deterioration of foreign environmental and 
the problem of insufficient consumption demand, give challenge to the sustained and 
healthy development of China's economy in the future, subject to great attention to the 
inadequate consumption. Therefore, the research on restricted factors of the Chinese 
household consumption and fiscal measures has a realistic guiding significance. 
What are the restricted factors that limit the expansion of the Chinese household 
consumption demand? How to establish a long-term mechanism for household 
consumption growth, thus promoting sound and rapid development of the economy? 
This is a topic being heated discussed by economic scholars at home and abroad in 
recent years. Also it is an important economic issue that Chinese government is 
concerned about and strives to solve. But this issue both in theory and in practice has 
not yet been completely solved. We try to do further research on this issue on the basis 
of existing research. According to the logic of status quo–theory–evidence- 
countermeasures, this thesis has built the research framework of restricted factors of 
Chinese household consumption. The research is carried out from household 
consumption demand, and the contents proposed to study include: (1) whether the 
current income distribution gap limits the expansion of consumption demand? (2) 
Whether the current tax structure is not conducive to the expansion of household 
consumption? Whether increasing the proportion of direct taxes will be conducive to 
the expansion of the household consumption in the current context? (3) How are the 
effects of public expenditure on household consumption? Whether public services 
provided by the government crowd in household consumption and government 














can be used to increase the household consumption? 
Based on the above issues, this thesis uses statistical analysis, mathematical 
modeling, as well as econometric methods to conduct a theoretical and empirical 
analysis on restricted factors of household consumption in China. The major research 
results and innovations are as follows: 
Firstly, from the perspective of the total amount and the structure this thesis 
analyzes the features of household consumption. From the total amount the growth of 
household consumption is relatively slow, which is slower than the growth of GDP, 
government consumption and income? From the structure the growth of rural 
household consumption is slower than the growth of urban household and the 
consumption level of rural household is lower. It is a more important aspect to expand 
rural household consumption for enhancing the driving forces of consumption to 
economic growth. 
Secondly, according to the realistic background of continually declined wage 
share and the continually increased income gap during the process of China's rapid 
economic growth, in this thesis, we test the relationships between income gap and 
household consumption. The results shows that, the continually expanded income gap 
has significantly restricted the growth of household consumption demand in China, 
from the internal structure, the income gap in urban has a significant negative impact 
on its consumption, income gap between urban and rural also has a negative impact 
on its consumption, but the income gap in rural has the insignificantly impact on 
consumption. Therefore, to improve the income distribution system, we should focus 
on increasing the income level of residents, especially the level of income of rural 
residents, narrowing the income gap in urban and reducing the urban-rural income gap, 
so as to maximize the consumption effect of redistribution. 
Thirdly, the tax is an important restricted factor of household consumption in 
China, as reducing the indirect tax revenue and reducing the tax burden of the 
residents will significantly increase household consumption. In this thesis, we test the 
relationships between tax reform by increasing the proportion of direct taxes and 
household consumption. The results shows that, when we test the effects of increasing 
the proportion of direct taxes on household consumption, it is important to consider 
the effects of changes in the resulting tax burden, and if increasing the proportion of 
direct taxes will lead to the increase in the level of tax burden, the household 














direct taxes to expand household consumption, should start from the reduction in 
indirect tax revenue and thus reduce the tax burden of the households, rather than an 
increase in direct tax revenue in case further raising tax burden of the residents. 
Fourth, the lag of transformation of public expenditure restricted the increase in 
the household consumption of China. From the perspective of the total amount and 
the structure, this thesis analyzes the effects of public expenditure on household 
consumption and tests the relationships between public expenditure and household 
consumption. The results shows that, financial consumption expenditures have 
crowded out rural household consumption and crowded in urban household 
consumption, and the crowding-out effect is greater than the crowding-in, so the 
overall effects show crowding-out. Both social business, culture and education 
expenditure and security expenditure have significant crowding-in effects on 
household consumption. However, of China's expenditure structure these two 
expenditures in accounting for the total amount of financial expenditure are still 
relatively small, which is not conducive for fiscal policy to play a role in the income 
distribution. Therefore, we should accelerate the transformation of public expenditure 
for expenditure that focus on people's livelihood and the public service. 
Finally, this thesis summarizes the three main restricted factors of China's 
household consumption, that are disparities in income distribution, irrational tax 
structure and tax burden, lag of transformation of public expenditure and so on. 
Expanding household consumption to promote economic rapid, sustained and stable 
development require a series of institutional arrangements. 
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